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FORORD

I denne serien samles notater innen feltet
befolkning og levekar som har krav pé en
viss allmenn interesse, men som ikke pre-
senterer avsluttede arbeider. Det som pre-
senteres vil ofte veere mellomprodukter
pé vei fram mot en endelig artikkel eller
publikasjon, eller andre arbeider som for-
fatteren eller avdelingen er interessert i
en viss spredning av og & f& kommentert.
Nar de er ferdig bearbeidet, vil noen av
arbeidene bli publisert i andre sammen-
henger.

Synspunktene som presenteres er forfat-
ternes egne, og er ikke ngdvendigvis
uttrykk for for SSBs oppfatning.

PREFACE

This series contains papers within the field
of population and living conditions. The
papers are expected to be of some general
interest, and presents work in progress, or
other notes worth a limited distribution.

The views expressed in this paper are
those of the author(s) and do not neces-
sarily reflect the policies of the Central
Bureau of Statistics of Norway.




Report
from
Multidisciplinary Research Conference
on

Poverty and distribution
Oslo, November 16-17, 1992

Parallel session 1
Approaches to the study of poverty. Subjective and objective indicators

November 16th and 17th 1992 the Central Bureau of Statistics, Norway arranged a mulﬁdisciplinary
research conference on poverty and distribution in Oslo. ‘

The aim of the conference was
* to present and discuss various approaches and methods in the study of poverty and distribution,

* to present and discuss results of Norwegian and foreign investigations of the scope of poverty,
its distribution and development, its causes and remedies, and

* to identify relevant areas for research on poverty in Norway and other countries.

Researchers from more than twenty countries participated. The conference partly consisted of plenary
lectures and discussions, and partly of parallel sessions whete individual participants had the opportunity
to present and discuss their own papers.

The conference report includes the lectures of the main speakers and the papers presented at the the
conference, and consists of seven issues of Working papers from Department for Statistics on Individuals
and Households. The first one includes the lectures given in the plenary sessions, while the others includes
the papers from each of the parallel sessions:

Plenary lectures

Paralell session 1. Approaches to the study of poverty. Subjective and objective indicators of
poverty.

Parallel session 2. Income and consumption. Distribution and poverty.

Parallel session 3. Who are the poor? Comparisons between groups and countries.

Parallel session 4. Poverty - development and duration.

Parallel session 5. The welfare state, distribution policy and poverty.

Parallel session 6. Less developed countries: Who are the poor, where are they located and why
are they poor?

DN

SNoWnbAaw



Multidisciplinary Research Conference on Poverty and Distribution
Soria Moria Conference Center, Oslo

Programme

November 16th:

10.30 - 1045
1045 - 11.45

1145 - 1245

- 1245 - 1345

1345 - 14.00

14.00 - 15.00

15.00 - 15.15
15.15 - 17.15

17.15 - 18.15

19.30
20.00

November 17th:

0845 - 11.00
11,00 - 11.15

11.15 - 12.15

12.15 - 13.15
13.15 - 14.30
14.30 - 14.45

1445 - 1545

1545 - 16.00

Opening

Prof. Jonathan Bradshaw, University of York, Britain:
Why and how do we study poverty in industrialized western countries.
Various approaches to the study of poverty, Lecture and plenary discussion.

Lunch

Prof. Bernard M.S. van Praag, Erasmus University, Netherlands:
How poor are the poor? Relative and absolute poverty. Subjective and objective indicators of
poverty. '

Pause

Prof Lee Rainwater, Harvard University USA:

Who are the poor? The distribution of poverty. Comparisons between various groups and
various countries.

Pause/coffee

Parallel sessions with presentations and discussions of contributed papers.

Prof.Greg Duncan, Ann Arbor, USA:
Poverty’s development and duration. Panel studies.

Get-together

Festive dinner

Parallel sessions with presentations and discussions of contributed papém.

Pause/coffee

Prof.Stein Ringen, University of Oxford, Britain: _

The welfare state, distribution policies, and poverty. Analyses of measures and policies to
combat poverty.

Lunch

Presentation of International Research and statistical Programmes on Poverty.

Pause

Panel discussion. Challenges and possibilities facing poverty research focusing on data
requrements.

Conclusion and closing led by a representative of the Central Bureau of Statistics.
22. september 1992



RESEARCH CONFERENCE ON POVERTY AND DISTRIBUTION
OSLO, NOVEMBER 16-17, 1992

Parallel session 1
Approaches to the study of poverty. Subjective and objective
indicators of poverty.

Session leader: Dr. philos Lars Gulbrandsen, INAS, Norway

Mr. Karel Van den Bosch, UFSIA, Belgium: Poverty and Social
Security in Seven Countries and Regions of the E.C.

Prof. John Veit-Wilson, Dept. of Applied Social Science, England:
Confusions between Goals and Methods in the Construction & Use
of Poverty Lines.

Mr. Arne S. Andersen and mr. Jan Lyngstad, Central Bureau of
Statistics, Norway: Payment problems or poverty? Norwegian
households 1987 - 19091.



RESEARCH CONFERENCE ON POVERTY AND DISTRIBUTION
OSLO, NOVEMBER 16-17 1992

Parallel session 2.
Income and consumption. Distribution and poverty.

Session leader: Mr. Ib Thomsen, Central Bureau of Statistics,
Norway.

Mr. Thor Olav Thoresen, Central Bureau of Statistics, Norway: éhild
Care Subsidies and Effect on Distribution.

Ms. Hilde Bojer, Department of Economics, University of Oslo,
Norway: Gender, occupational status and income inequality in
Norway. )

Prof. Leif Nordberg and Rec.ass. Markus Jantti, Abo Akademi
University, Finland: Statistical inference and the measurement
of poverty. T

Dr. Jolanda van Leeuwen, Erasmus University Rotterdam, The
Netherlands: The Leyden Poverty Line when Prices are Income-
Dependent. Abstract

Dr. Jergen Aasness and Ms. Jing Li, Central Bureu of Statistics,
Norway: A microsimulation model of consumer behavior for tax
analysis. Abstract

Mr. Ib Thomsen and Mr. Dinh Quang Pham, Central Bureau of
Statistics, Norway: An application of latent Markov models to
estimate response errors from repeated surveys.



RESEARCH CONFERENCE ON POVERTY AND DISTRIBUTION
OSLO, NOVEMBER 16-17 1992

Parallel session 3.
Who are the poor? Comparisons between groups and countries.

Session leader: Ms. Gunvor Iversen, Central Bureau of Statistics,
Norway.

Dr. A. Jan Kutylowski, Poland: Distribution of subjective income
deprivation in Poland 1981 -1990.

Ms. Iulie Aslaksen, Central Bureau of Statistics, Norway and ms.
Charlotte Koren, INAS, Norway: A women’s perspective on
poverty: Time use, income distribution and social welfare.

Dr. Bjérn Gustafsson, Gdteborg University, Sweden and Dr. Ludmilla
Nivorzhkina, Rostov University, Russia: Relative Poverty in
two egalitarian societies. A comparison between Taganrog,
Russia during the Soviet era and Sweden.

Mr. Lars B. Kristoffersen, NIBR, Norway: Social Indicators of Child
Poverty.

Ms. Randi Kjeldstad, Central Bureau of Statistics, Norway: Pre
valence and Change in Low Income among Male and Female Singles
and Lone Parents in Norway through the Nineteen Eighties.

Mr. Bgrge Strand, Central Bureau of Statistics, Norway: Regional
location of Poverty in Norway.

Dr. Hans de Kruijk, Erasmus University, The Netherlands: Location
of poverty in Pakistan.



RESEARCH CONFERENCE ON POVERTY AND DISTRIBUTION
OSLO, NOVEMBER 16-17 1992

Parallel session 4.
Poverty - development and duration.

Session leader: Dr. Kari Skrede, INAS, Norway.

Dr. R. Muffels, Tilburg University, The Netherlands: The Evolution
of poverty according to objective and subjective standards.

Mr. Kjell Jansson, Statistiska Centralbyran, @rebro, Sweden: Low
income per year is not enough to measure poverty.

Prof. Dr. Bea Cantillon, UFSIA, Belgium: The "zero-sum crisis":
the stability in the distribution of income and welfare in a
period of economic crisis.

B

Mr. Jon Epland and Mr. Leif Korbgl, Central Bureau of Statistics,
Norway: Duration of Poverty in Norway in the 1980s. Some
longitudinal results from the Norwegian socio-economic panel
(NSP)



RESEARCH CONFERENCE ON POVERTY AND DISTRIBUTION
OSLO, NOVEMBER 16-17 1992 ’

Parallel session 5.
The welfare state, distribution policy and poverty.

Session leader: Mr. Knut Halvorsen, NKSH, Norway.

Dr. Ivar Lgdemel, FAFO, Norway: European Poverty Regimes.

Dr. Jgrgen Elm Larsen, The Danish Equal Status Council, Denmark:
Poverty debate and poverty research in Denmark.

Mr. Tapio Salonen, Sosialhdgskolan, Sweden: Social assistance in
a longitudinal perspective.

Mr. Sven-Ake Stenberg, Swedish Institute for Social Research,
Sweden: Welfare Dependence in the Welfare State: A Cross-
Generational Study in Post-War Sweden.

Dr. Lutz Leisering and Dr. Wolfgang Voges, Bremen University,
Germany: Poverty produced by the welfare state. An application
of longitudinal analysis.

Mr. Peter Whitesford, University of York, United Kingdom: Assessing
the Impact of Anti-Poverty Policies: - the Australian
Experience



RESEARCH CONFERENCE ON POVERTY AND DISTRIBUTION
OSLO, NOVEMBER 16-17, 1992 '

Parallel session 6.

Less developed countries: Who are the poor, where are they located
and why are they poor ?

Session leader: Mr. Bjorn K. Wold, SSB, Norway

Mr.

MI'.

Mr.

Mr.

Mr.

Mr.

Mohamed Ould Abba, Ministry of Plan, Mr. Sidna Ould N'Dah,
National Statistical Office, Mauretania: Le Profil de 1la
Pauvrete en Mauretanie: Questions Conceptuelles, Instruments
et Principaux Resultats.

William Bender and Mr. Simon Hunt, Ministry of Plan, Luanda,
UNICEF, Luanda, Food Studies Group, University of Oxford,
Angola & Great Britain: Poverty and Food Insecurity in Luanda.

Christian Grootaert, World Bank, USA: The evolution of welfare
and poverty during structural change and economic recession -
the case of Cote d'Ivoire 1985-88.

Wilson Mazimba and Mr. Emmanuel Silanda, Central Statistical
Office, Zambia: Some indicators of poverty in Zambia.

Sidna Ould N'Dah, National Statistical Office, Mauretania:
Enquete Permanente sur les Conditions de Vie des Menages en
Mauretanie.

Jeannot Ngbanza and Mr. Perkyss Mbayndoudjim, ECAM, Bangui,
Central African Republic: Mesure de la Pauvrete: Les Travaux
en Cours en Republique Centrafricaine.



Poverty and Social Security' Transfers:
Results for Seven Countries and Regions
in the EC.

Paper for the Multidisciplinary Research Conference
on Poverty and Distribution,
Oslo, November 16-17, 1992

Karel VAN DEN BOSCH
Centre of Social Policy,
University of Antwerp (UESIA),
Prinsstraat 13,

B-2000 Antwerp.

1. Introduction

This paper presents comparative results on poverty and social security in seven countries
and regions of the European Community (E.C.), using subjective, relative and official
poverty lines. Subjective poverty lines are based on judgments of the population about
minimum income levels, as expressed in sample surveys. Two specific subjective
standards have been applied here, namely the Subjective Poverty Line (SPL) and the™
Centre for Social Policy (CSP) standard. The relative p<;vcrty line used here is defined as
50% of average equivalent household income in each country. The official poverty line is

~equal to the level of the guaranteed minimum income in social security or social
assistance. The countries and regions are Belgium, The Netherlands, Luxembourg,
Lorraine (region of France), Ireland, Catalonia (region of Spain) and Greece.

This results in this paper have been collected in a collaborative project by researchers in
the participating countries 1.

1 The project, called EUROPASS (European Research On Poverty And Social Security),
was conducted by research groups from seven countries: Centre for Social Policy
(CSP), University of Antwerp (UFSIA), Antwerp, Belgium; Institute for Social
Research (IVA), Tilburg, The Netherlands; Centre d'Etude de Populations, de Pauvreté
et de Politiques Socio-Economiques (CEPS), Walferdange, Luxembourg; equipe de
recherche pour I'Analyse Dynamique des Effets des Politiques Sociales (ADEPS),
Université de Nancy II, Nancy, Lorraine; Economic and Social Research Institute



The data are from two consecutive waves of household panel surveys for Belgium (1985-
88), Ireland (1987-89), Luxembourg (1985-86), Lorraine (a region of France) (1985-86)
and The Netherlands (1985-86), and from cross-sectional surveys for Catalonia (a region
of Spain) (1988) and Greece (1988). Table 1.1 gives the sample sizes. Mainly because of
larger sample sizes, it was decided to use the following waves for the cross-national
comparisons: Belgium: 1985, Netherlands:1986, Luxembourg: 1986, Lorraine: 1986,
Ireland: 1987, Catalonia: 1988, Greece: 1988. Although the difference of at maximum
three years is unfortunate, the results of the Benelux countries and Lorraine are closc\"
together in time. On the other hand, the Irish, Catalan and Greek results deviate so much
from those of the other countries (as we will see), that the gap of three years is unlikely to
affect the comparative conclusions.

Table l.i : Overview of surveys.

First wave Second wave
year size of year size of
sample* sample*
Belgium 1985 6471 1988 3779
The Netherlands 1985 3405 1986 4480
Luxembourg 1985 2013 1986 1793
Lorraine 1985 716 1986 2092
Ireland 1987 3294 1989 947
Catalonia 1988 2976
Greece 1988 2958

*  Number of households in sample. Only households for which poverty-status could
be established have been counted.

(ESRI), Dublin, Ireland; Gabinet d'Estudis Socials (GES), Barcelona; National Center
for Social Research (NCSR), Athens, Greece.

The project leaders in the respective countries were: Prof. dr. H. Deleeck (Belgium), R.
Muffels, prof. dr. J. Berghman, prof. dr. A. Kapteyn (The Netherlands), prof. dr. G.
Schaber (Luxembourg), prof. dr. J.-C. Ray 5 (Lorraine), prof. dr. B. Whelan
(Ireland), prof. dr. J. Estivill (Catalonia) and prof. dr. J. Yfantopoulos (Greece).

The Centre of Social Policy at the University of Antwerp coordinated the project.
Funding was provided by the Commission of the EC, within the framework of the
Second Community Action Programme to Combat Poverty, and by national funding. A
full report of the study is contained in Deleeck, Van den Bosch, De Lathouwer (1992).
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Though the exact definitions of the concept of household are not the same in all countries
(cf. Deleeck, Van den Bosch, De Lathouwer, 1992, appendix C), they all boil down to
the following: a group of related or unrelated persons who live in the same dwelling and
share meals and/or a common budget. Probably the greatest difference occurs in the
treatment of students who live in rooms, but come home regularly. In the Netherlands
and Lorraine they are regarded as separate households; in the other countries they are
treated as members of their parents' household.

The income concept in this paper is disposable household cash incomes i.e. it includes
social security transfers, and is net of taxes and social security contributions. Income in
kind is not included. For Lorraine, however, the income measure is household income
before government taxes, but excluding social security contributions.2. The household
income variable has been built up from the answers to detailed questions about all
pbssible sources of income of all persons in the household.

All income amounts in this paper are monthly amounts.The original income questions
asked for weekly, monthly or yearly amounts, as seemed most appropriate in each
country and for the kind of income concerned (e.g. yearly for interests, monthly for
salaries). In many instances, the respondent could choose between several reference
periods. All amounts have been recalculated to a monthly base, as this seemed to be the
most common denominator. For more details on the income variables, we refer to
Deleeck, Van den Bosch, De Lathouwer (1992, Appendix C).

Compared with yearly income, monthly income js more subject to temporary
fluctuations. It is therefore to be expected that a larger of number poor households will be
counted on a monthly basis, but the magnitude of this effect is hard to assess. Which time
period is the most appropriate is a difficult matter. Atkinson (1974, p. 45) is of the
opinion that for poverty research a short period is more suitable, because at the lower end
of the income distributrion the scope for averaging income over time may be rather
limited.

As’in most poverty studies, we assume that the distributions of goods and services within
households is such, that either all household members are poor, or none of them. In a
separate study, the Luxembourg and Lorraine teams have tried to addréss the issue of
intra-household distribution by distinguishing different income groups within one
household. An income group is a subgroup within a household that has its own sources

2 The French tax system is so complex, that it does not make sense to ask people for
their after-tax incomes, nor is it regarded as feasible to estimate after-tax incomes
through micro-simulation.



of income, and that does not fully share its income with the rest of the household
(Jeandidier a.o., 1988). In the present paper, however, this line of research is not
_ pursued.

The plan of the paper is as follows. In section 2 the poverty line methods are introduced.
Section 3 presents the resulting poverty thresholds in the various countries. In section 4,
the incidence of poverty in the population as a whole, as well as in specific subgroups, is
compared across countries. This section also looks at the social characteristics
(composition) of the poor. The impact of social security transfers on poverty is treated in
section 5. Panel (longitudinal) results on poverty are presented in section 6. Section 7
concludes.

2. Poverty Lines

Poverty lines can be set by a variety of methods, which might by divided into budget
. methods, subjective methods, relative methods and political methods. An overview is
provided in Callan and Nolan (1991), who conclude that "each [method] faces formidable
porblems and objections, at both conceptual and empirical levels", and that "nothing
approaching consensus on the measurement of poverty appears to be emering". Given
this situation, the best strategy appears to be to use several methods, so that any
conclusions do not depend on a single apporach. If several methods are in agreement,
however, reasonably robust conclusions may still be drawn.

In the present study, four poverty lines have been applied. These are:

1) the "EC" poverty-line, as defined by O'Higgins and Jenkins (1990) which is an
elaboration of the poverty-line used in the first EC-programme against poverty. It is
defined as 50% of average equivalent household income for single-person
households. The equivalence factors used are 1,0 for the first adult, 0,7 for other
adults and 0,5 for children.

The EC-standard is a relative or statistical poverty-line.
The label 'EC' should not be taken to imply that this poverty line has any official
. status in the European Community.

2) the legal poverty line, defined as the guaranteed minimum income in social assistance
in each country.

Two subjective standards:



3) the CSP-poverty-line, introduced by the Centre for Social Policy, Antwerp (cf.
Deleeck, 1989).

4) the Subjective Poverty Line (SPL), developed at Leyden University (cf. Goedhart

" a0, 1977; Van Praag a.0., 1982; Kapteyn a.0., 1985).

Subjective standards are based on the views of respondents in a sample survey on
minimum income needs. The method therefore takes account of the fact that poverty is a
socially constructed category, and is not someting that can be determined by an outside
observer without regard to the circumstances and values in the surrounding society.
There are a number of different variants of this method. In some, respondent's views
about what income hypothetical families would require to reach various levels of living
are obtained (e.g. Rainwater, 1974). This has the disadvantage that people have to make
statements about situations with which they may not be familiar. In this study
respondents are asked to evaluate their own situation, on which they may be considered
the best experts.

Two specific subjective methods are applied. The first method is the one introduced by

' Goedhart a.o. "(1977), which we will call the SPL (Subjective Poverty Line), following
Kapteyn, Van de Geer and Van de Stadt (1985). The other method has been developed
independently around 1976 by the Centre for Social Policy at Antwerp University
(Deleeck a.o., 1980; cf. Deleeck, 1989). Below, it will be referred to as the 'CSP-
method'. The related but more complex Leyden Poverty Line (Van Praag, 1971, 1991;
Hagenaars, 1986) is not used in this study. (For a methodological comparison of the
SPL, the CSP-method and the LPL, see Flik and Van Praag, 1991.)

The SPL is based on survey responses to the Minimum Income Question (MIQ), which
reads: "What is the minimum amount of income that your family, in your circumstances,
needs to be able to make ends meet?" The answer to this question, ymin, depends on a
number of characteristics of the household, of which current household income (y) and
household size (fs) are the ones considered most relevant in the present context. Also,

“these variables have been used most often in previous research (e.g. Goedhart, Kapteyn
(1980), though in particular Hagenaars (1986) and De Vos and Garner (1991) have
shown that other factors may be important as well. We also follow the literature in
specifying a loglinear relationship:

log(ymin) =a + bilog(y) + bolog(fs) (1)



This equation can be estimated with ordinary least-squares regression analysis. To derive
national poverty lines, income levels y*(fs), depending on household size, have to be
found where the curve defined by equation (1) intersects with the line y=ymin. Given
estimates of a, bj and b these levels are calculated by:

log(y*(fs)) = (a + bzlog(fs)) /(1 - by) (2)

The rationale behind this procedure is as follows. At low incomes, ymin Will be below X
indicating that households feel they are not able to make ends meet, while at high incomes
the reverse is true. At the points where y=ymin, households are just able to make ends
meet. The corresponding income thresholds are then used as poverty lines (cf. Goedhart
a.0., (1977), Van Praag, Goedhart, Kapteyn, (1980); De Vos and Garner (1991)
question this interpretation.) ‘

The version of the SPL applied here is the most basic one. More advanced models take
into account the effects of social réference groups, the ages of children, underestimation
of income by the respondent and sample selection bias due to item non-response, cf.
Kapteyn, Kooreman and Willemse (1988) and Muffels, Kapteyn, a.o. (1990).

The CSP-standard also uses the Minimum Income Question (MIQ), and in addition the
following question: "With your current income, can you get by:

with great difficulty,

with difficulty,

with some difficulty,

fairly easily,

easily,

very easily."
Only the data of households where the respondent answered "with some difficulty” are
used in deriving the poverty line. These households are assumed to be living on the
margins of poverty, so that both their actual incomes as well as their answers to the MIQ
can be regarded as indicators of the poverty line. For each of these households the
answer to the MIQ and actual household income are compared, and the lower of the two
amounts (yjow) is determined. For each type of household (differentiated by size and by
age of the household members; see table A1 for a list of frequently occurring types of
household). the average of yjow is calculated. After elimination of outliers for which yjow
differs by more than two standard deviations from the average, a new average is
computed. If the number of households on which this average is based is sufficiently
high (at least 30 per household type), this amount is used as the poverty line for that



particular type of household. For other types of household, the poverty line is calculated
by extrapolating from those amounts (see Deleeck, Van den Bosch, De Lathouwer (1992,
appendix D) for a more detailed description).

The description of the methods shows that the SPL en CSP-methods are different in
technique, but share the same theoretical background (though the theory has been made
more explicit for the SPL than for the CSP method). This implies that they are also
subject to the same kinds of problems and objections. The most crucial assumption is that
words and phrases like "minimum income", "making ends meet" and "with some
difficulty” have the same meaning for all respondents. Unfortunately, this assumption
would be hard to test. In comparative research there is the further complication that the
questions have to be translated into several different languages. In the present project,
care has been taken to phrase the income evaluation questions as much as possible in the

same way in all surveys.

Another basic assumption is that there is no disagreement within the household regarding
its standard of living. The answers of the respondent must correctly reflect the views of
all members of the household. The method could, at least in principle, be adjusted to
examine to what extent this is in fact the case. (For estimates of the effect of the presence
of more than one income group within the household on measures of subjective well-
being, see Dickes, 1988.)

Sometimes the subjective poverty lines are claimed to represent a social consensus on the
definition of poverty. This, as Callan and Nolan (1991, p. 252) point out, may be
somewhat misleading if taken too literally. This is mogt obvious in the case of the CSP-
method, which is based on the answers of only a subgroup in the sample. But in the SPL
method as well, the answers of people with incomes well above or well below the
poverty lines are treated as if they are in some way biased. One must keep in mind that
the answers to the income evaluation questions (the MIQ and the 'getting by' question)
are used not so much as if they represent views on a certain social problem, but rather as
'vprbal reactions of households to their own level of economic well-being. At the point in
the income scale where the reaction of the average household starts to show that it
experiences difficulties, researchers put the poverty line. Therefore, the subjective
poverty lines can be regarded as being rooted in the everyday experiences of households
trying to make ends meet, without necessarily representing a social or political consensus
on the poverty line (which may not exist anyway).



On the other hand, the label 'subjective’ should not be interpreted in the sense that its
own evalutation decides whether a household is regarded as poor or not. The incomes of
households are compared with national poverty lines, which are the result of an averaging
process. Therefore, 'intersubjective standards' might be a more appropriate description.
For further criticisms on the subjective methods we refer to Walker (1987) and to Callan
and Nolan (1991) and references given there.

3. Levels of the Poverty Lines

The results from applying the four poverty line methods are presented and discussed in
this section. Table Al, in appendix, shows the income thresholds for a number of
household types in the seven countries, expressed in constant European Currency Units
(ECUS) of January 1988. Adjustments for differences in price levels between countries
have been made using unpublished purchasing power parities for household consumption
provided by Eurostat (for further'details see Deleeck, Van den Bosch, De Lathouwer,
1992, appendix B). '

To compare the results in table A1, I discuss first the overall levels of the poverty lines,
and then the equivalence scales.

To represent the overall level of a poverty line, we have used the geometric mean of the
amounts3 (table 3.1). In all countries, the subjective standards are the most generous
ones. The legal standard is below the relative EC-standard, except in The Netherlands. In
Catalonia and Greece, no national guaranteed minimum income exists, so the official
poverty line is not defined.

Comparing across countries, The EC-standard indicates that there are three groups of
countries: Greece and Ireland, where this standard is rather low, the Benelux countries,
Catalonia and Lorraine, where it is at an intermediate level, and Luxembourg where it is
highest. These positions are of course to a great extent determined by the levels of
average household income, but also by average household size.

3 The geometric mean is used, because the proportional difference between two
geometric means can be interpreted as the average proportional difference between the
two series from which the means are computed. Thus, if the poverty line for families
with three children is 10% higher in country B than in country A, this has the same
effect as when the single person poverty line is 10% higher. There seems to be no

~reason to give more weight to the poverty lines for large households, as the arithmetic
mean does implicity. An average measure of level seems preferable to comparing
poverty lines for one particular type of household, as the conclusions may depend on
the choice of the reference type of household.



Table 3.1: Geometric means of social subsistence minima in ECU in prices of Jan.
1988, monthly amounts.

CSP-standard SPL-standard EC-standard LEGAL-standard
Belgium, 1985 767 801 547 457
1988 803 776 ; 586 481
|Netherlands, 1985 694 651 614 692
1986 708 764 645 681
Luxembourg, 1985 915 1093 785 694
, 1986 996 932 ' 852 693
Lorraine, 1985 804 865 573 ! 439
1986 835 855 599 430
Ireland, 1987 552 ' 570 418 376
1989 583 } 606 436 336
Catalonia, 1988 764 | 956 552
Greece, 1988 | 607 669 366

The legal standard is below the EC-standard in all countries, except The Netherlands. It
appears that the guaranteed minimum income is at least partly relative to the average level
of economic welfare. In Catalonia and Greece, no national guaranteed minimum income
existed.

The average levels of the subjective poverty lines follow a roughly similar pattern across
countries. Nevertheless, the difference between the highest and lowest values is smaller
than with the EC-standard, suggesting that the subjective poverty lines are only partly
relative. There are some deviations from this general trend. First, the SPL makes a
peculiar "jump” in Catalonia. Secondly, the subjective standards are much lower in The
Netherlands than in Lorraine and Belgium. The large difference between Belgium and
The Netherlands is surprising, given that average household income is about the same in
both countries, price differences are small, and there are no indications that the level and
kind of government services and non-cash benefits (education, health care) is very
different. Language differences do not seem to play a role, as separate results for the
Dutch-speaking part of Belgium were not closer to the Netherlands' results.

More surprising, perhaps, than the fluctuations across countries, are the different levels
of the SPL and CSP-standards within countries. In most countries they are fairly close




together, the SPL being generally somewhat higher (except in Luxembourg), but in
Catalonia the SPL is much higher than the CSP-standard. Because the CSP and SPL-
standards share the same theoretical background, and use the same empirical material, the
differences must be due to the more technical details. A host of factors may be involved,
(language differences, varying reliability), but at present we are unables to shed any more
light on this problem.

As an indicator of the steepness of the equivalence scales, the elasticities of the poverty
lines with respect to household size4 are used (table 3.2). The equivalence scales of the
subjective standards are much flatter than the scale build into the E.C.-standard, which
has an elasticity of 0.71. The equivalence scale implicit in the guaranteed minimum
incomes also tends to be steeper. This. is typical of scales based on subjective income
evaluations, as Buhmann a.o. (1988) show in a review of a large number of equivalence
-scales. However, while they find that the family size elasticities of subjective scales range
from 0.12 to 0.36, which a median value of 0.34, in our study the elasticitities range
from 0.25 to 0.64. The median elasticity for the SPL and CSP poverty lines together is
0.40, which is equal to the median value of the'family size elasticities of equivalence
scales that have been estimated using consumption expenditdre data (Buhmann a.o.,
1988, p. 120). |

Although there is some variation across countries and across years, the SPL equivalence
scale elasticities seem to converge in a reasonably narrow range (0.25 to 0.44). The CSP-
method produces scales that are wider apart across countries. In addition, they show
some implausibilities in some countries, notably the low factor for single persons in—
Ireland (51% relative to two-adult households), and the relatively low amounts needed by
households with children in The Netherlands, for which there is no substantive
“explanation.

4 These are estimated usmg the equation: log (poverty linej ) = a + e . log (household
51zcl ) + Uj , where e is the elastlcxty of the poverty line with respect to household
size, Uj is the error term, and i is a subscript that runs across the types of household
mentioned in table 1. For the CSP poverty lines, a dummy variable, indicating
whether the head of household is elderly, was added to the equation (results for this
term not shown).
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Table 3.2: The steepness of the equivalence scales: elasticities of poverty lines with
respect to household size.

CSP-standard SPL-standard EC-standard LEGAL -standard
Belgium, 1985 0.40 0.27 0.71 0.42
1988 0.43 0.42 0.71 0.39
Netherlands, 1985 0.27 0.28 0.71 0.37
1986 0.29 0.27 0.71 0.36
Luxembourg, 1985 0.41 0.40 0.71 0.36
1986 0.38 0.28 | 0.71 0.36
Lorraine, 1985 0.42 0.25 0.71 0.53
1986 0.49 0.30 0.71 0.54
Ireland, 1987 0.64 0.44 0.71 0.67
1989 0.64 0.44 0.71 0.53
Catalonia, 1988 0.55 0.36 0.71
Grece, 1988 0.29 0.44 0.82

Another important aspect of the poverty lines is their behavior across time. Table A1l also
shows the changes in the levels of the poverty lines (in real terms) from the first to the
second wave for the five countries for which we have two wave data. The EC-standard
rises in all countries, and, by definition, a constant percentage applies to all types of
household. The subjective standards often show more substantial changes. The SPL rises
strongly in The Netherlands, while it falls considarably in Luxembourg. The CSP-
standard has more overall stability, as shown by the geometric means, but it produces
sometimes large fluctuations in the poverty lines for certain types of household.

These drastic changes in the subjective standards across only one, two or three years
appear implausible. It seems unlikely that they reflect any real social changes, especially
“because the CSP and SPL-standards do not move in tandem, but more often in opposite
directions. The strong fluctuations may be due to the rather simple models applied here.
M}lffels, Kapteyn a.o. (1990, pp. 137-175) report that more refined models, that take the
ages of children, reference group effects and selectivity bias into account, produce more
stable results in The Netherlands.

11




4. The incidence and characteristics of poverty

In this section results are presented on the incidence of poverty, as defined by the various
standards, for the countries and regions as a whole, and disaggregated by a number of
variables. I also discuss the characteristics of the poor, i.e. the social composition of the
group of households below the poverty line. The legal standard is not used for the
disaggregated results on poverty, because it is not defined for all countries, and to save
space.

The disadvantages of the "headcount” measure of poverty are recognized (it does not take
into account how far people are below the poverty line, cf. Sen, 1976), but it seems
unlikely that the results would be very different if a more sophisticated measure of
poverty had been used. Perhaps a more serious shortcoming is that households are
countcd: instead of individuals. This implies that, implicitly, in the measure of poverty
used here two single persons carry twice as much weight as a couple with two children ,
and there seems not to be any good reason for this..

On the basis of the 'EC'-standard, the countries and regions can be divided into two
groups: on the one hand the Benelux countries, with a relatively low poverty rate, and on
the other hand Catalonia, Ireland and Greece, where the poverty incidence is at least twice
as high (table 4.1). Lorraine is situated between these groups. These results are broadly
in agreement with studies by Eurostat (1990) and by O'Higgins and Jenkins (1990), who
present estimates for all EC-countries. It is noteworthy that, although only half of all EC-
countries are represented in this study, these include some of the 'richest’ as well as some
of the poorest ones.

The estimates based on the SPL and CSP standards are much, often very much, higher
than those obtained with the EC-standard. Roughly, they follow the same pattern: the
southern countries, Greece and Catalonia, and Ireland have the highest rates of poor
households, while the Benelux countries have the lowest ones. But within the Benelux
countries, the subjective poverty rates are much higher in Belgium than in The
Netherlands and Luxembourg, while the poverty rates based on the EC-standard are
virtually the same for all Benelux countries.
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Table 4.1: Proportion of all households in poverty.

CSP-standard SPL-standard EC-standard LEGAL-standard

Belgium, 1985 214 249 6,1 2.9
{Netherlands, 1986 10,9 159 72 ’ 7.2

Luxembourg, 1986 14,5 12,5 7,6 5,0

Lorraine, 1986 30,8 26,5 10,8 4,0

Ireland, 1987 29,6 31,6 17,2 8.1

Catalonia, 1988 313 37,3 15,1

Greece, 1988 42,6 42,0 19,9

The poverty rates produced by the legal standard follow a rather different pattern. Ireland
has the highest poverty rate, followed by The Netherlands, Luxembourg, Lorraine and
Belgium. Except perhaps for Belgium, these percentages might appear rather high,
considering that it involves a guaranteed minimum income. In the case of Luxembourg
and Lorraine the probable explanation is that in both countries the guaranteed minimum
income was not yet in effect in 1986. In Ireland, some groups are not covered by the
guaranteed income scheme, such as students, some self-employed persons and some full-
time employees. Most of the households below the legal minimum, however, do not take
up support to which they are entitled, possibly because of lack of information (Callan,
Nolan a.o., 1989, p. 151). In The Netherlands, the guaranteed minimum income covers
the whole population. Reasons for households falling below the official minimum could
include punitive cuts in benefits and non-take up of certain small extra allowances.

We now turn to the question, which are the groups at high risk of poverty? There is
unfortunately no simple answer to this question, not only because the characteristics of
~the poor vary considerably across countries, but also because there are important
‘d\ifferences according to the poverty standard used. These differences depend in particular
on the equivalence scale of the standard. The equivalence scale of the EC-standard is
rather steep, in comparison to most equivalence scales in the literature. The implied
equivalence scales of the subjective standards are much flatter, but the differences across
countries are mostly not very large. On the other hand, in general the level of the poverty
lines does not have a great effect on the relative poverty risks of social groups (i.e. the
poverty-rate within a group in comparison to the overall poverty rate). The characteristics
of the poor in the various countries, as measured by the subjective standards, can
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therefore be assumed to be roughly comparable, even if the overall poverty rate itself is
not. For this reason, we will look at the relative poverty risks of social groups by the
_subjective standards, as well as by the EC-standard (tables 4.2-4.4).

A consistent finding by all standards and for all countries is that households where the
head is unemployed face a very high risk of poverty. When the head is sick or disabled
the risk is lower, th